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not experience any real increment. The income that the
owner derives from it, or the capital sum that he would obtain
by selling it, though 50 per cent larger than before in terms
of money, is exactly the same as before in terms of the things
which this money enables him to buy. This sort of difficulty
does not exist as against ad valorem taxes, but it must exist
wherever the taxed object is the difference between the money
value which a particular thing has at different points of time.
The only way to avoid it is to revise the valuation assigned to
the basis period in the light of the new level of general prices
which exists in the period when the amount of increment
liable to duty has to be determined. This revision would be
a difficult task. The method of performing it that naturally
suggests itself is to multiply the original site value by the ratio
which an ordinary index number of general prices in the
assessment year bears to the corresponding index number in
the original valuation year. This method, however, would
not be satisfactory, because the capital value of an instrument
of production does not vary in correspondence with the income
derived from it in a single year, but depends upon the ex-
pectation of income for a number of years. Nevertheless,
by a reasonable, and not a mechanical, application of index
numbers, it would seem that a competent authority could
eliminate from the field of taxation the main part of the
merely apparent increments of this class that come into being.
By a similar process, though here much popular prejudice
would have to be overcome, a competent authority might
be able, in times of depressed prices, to bring into the field
of taxation real increments of value which appeared as decre-
ments. When currency values are changing with the violence
experienced in Germany, Austria and Russia in the years
immediately following the 1914-18 war, the whole basis of
this sort of taxation is destroyed. For its practical application
reasonably stable currency values are essential.
§ 7. The other class of apparent increment arises when the
general rate of money interest on long-period investments
falls. This kind of change means that an investment yielding
exactly the same annual return must rise in capital value.
Such a rise is of no advantage to the owner of the investment
— unless, indeed, he wishes to turn the proceeds into consum-
able income — because, even if he sells it, he will not be able

